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e Simplify the Investment Process

Reduce Fees Where Appropriate

Underwrite Everything

lliquidity Premium Increases Returns

_iquidity of Underlying Pension Plans Needs to be
~ully Understood and Incorporated

Net Returns must Justify all Investment Manager
Fees
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7% Expected Returns Over Past 30+ Years

U.S. fixed
2%

1991

Return: 7.0%
Risk: 1.1%

Increasing Complexity 3
Real estate
13% Global
ex-U.S.
Equity 23%
2006
Return: 7.0%
Risk: 6.7%
Increasing Risk =3

In 1991, our expectations for cash and
broad U.S. fixed income were 6.95% and
8.95%, respectively

Return-seeking assets were not required to
earn a 7% projected return

15 years later, an investor would have
needed over a third of the portfolio in public
equities to achieve a 7% projected return,
with 6x the portfolio volatility of 1991

Today an investor is required to include
97% in return-seeking assets to earn a 7%
projected return at almost 16x the volatility
compared to 1991



Recommended

Portfalio
Large/Mid Cap US Equity 0 4
Small Cap US Equity 0 3
Global Equity 25 29
Dev'd Large/Mid Intl Equity 0 8 1 7 7
Emerging Markets Debt (Hard) 0 o 4 4 4
Private Equity 0 12 8 10 10
Private Credit 5 12 4 10 10
Non-Core Real Estate 0 4 2 4 4
us Agg Fixed Income 15 25 21 19 19
Core Real Estate 0 5 4 4 33
TIPS 0 5 4 3 3
Private Core Infrastructure/Farmland 0 5 1 3 T4
Total 100 100 100
Growth 70 71 71
Downtum Hedging 21 19 19
Inflation Hedging 9 10 10
Expected Arithmetic Return 59 6.1 6.1
Expected Risk (Standard Deviation) i 108 107
Expected Compound (Geometric Return) 53 5.6 56
Expected Retumn (Arithmetic)/Risk Ratio 053 0.56 0.57
RVK Expected Eq Beta (LCUS Eq=1) 0.64 0.61 0.61
RVK Liguidity Metric (T-Bills = 100) 73 62 62

Growth

" Downturn

Hedging

_ Infiation
Hedging



Monte Carlo Simulation Results Percent Probability of Achieving or Exceeding Target Return

Actual { me Actual
12/31/2021 12131/2021
-2478
-11.94
-0.78

50th Percentile 6.11
75th Percentile 13.23
95th Percentile 24 05
95th Percentile 31.88

1st Percentile -12.51
5th Percentile -5.61
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Vermont Pension Investment Committee
Asset Allocation & Performance - Net of Fees

Allocation

As of June 30, 2022

Performance (%)

Market Actual
Value (§) (%)

Total Fund 5,406,342,959 100.00
Target Allocation Index

Difference
Actual Allocation Index

Difference
All Public Plans ($1B to $10B)

Rank

Allocation

Inception
Date

07/01/2005

Policy QTD 3 5 10 15

Since
(%) Years Years Years Years 2Rt

Incep.
14.06 5.80

40 40

Performance (%)

Actual

LT
o
I =TT
5 T
Arnnrriae e

MSCI ACW IM
Difference

S B SR R

fex (USD) (Net)

Downturm Hedging Assets 1,136,934 559 21.03
Bloomberg US Agg Bond Index

Difference

Consumer Price Index+2 5%
Difference

Inception
Date

e e e ]
20

3 5 10 18
Years Years Years Years

Since
Incep.

- s

om o R

508 670

08012020

648
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VPIC Fees Over Time

B nvestment Manager Fees =mmmw\/P|C Assets Under Management (R)

o $6,000
0.64% 0.62% ’
0.58% 0.60% 0.61%

0.60% 0.53% $5,000

0.50% 0.50%

0.54%

0.50%

0.40%
0.30%

()4 o
0.40% %000
0.34% 0.34%
53,000
52,000
51,000
oooy N NN NN BN NS S S EE S S EE EE ER Em

0.20%
0.10%
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Fees Paid as % of VPIC AUM
AUM (S Millions)
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